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The High Cost of Single Blessedness
By: Grace S. Highfield, C.P.A.
Gattner, Price & Highfield
Columbus, Ohio

Much has been said and written about the
inequities in our present income tax law, and
volumes have been printed on theories to
correct these inequities, with or without reduc
tion of income to the Federal Government.
To equalize the tax burden between married
couples in common law states and those of
community property states, income-splitting
for all married taxpayers was enacted by the
Revenue Act of 1948. The Revenue Act of
1951 provided special treatment for heads of
household allowing them about 50 per cent
of the benefits of income-splitting.
What about the tax burden against the
single taxpayer in the area of income, gift,
social security, and estate taxes?
First let us compare the income tax paid by
a married taxpayer without children vs. a
single taxpayer, both using the standard de
duction.

Adjusted
gross
income
before
deductions
and
exemptions
$ 10,000
25,000
50,000
100,000

Income
tax for
married
taxpayer
$ 1,636
6,344
19,002
52,056

Income
tax for
single
taxpayer
$ 2,096
9,206
25,668
65,928

Difference
$

460
2,862
6,666
13,872

We are led to believe that our tax system is
based on the premise of ability to pay, but is
the single taxpayer really able to carry this
disproportionate share of the tax load? Living
expenses of a single individual do not vary
much from those of a married couple without
children. Items of rent, heat, utilities and auto
expense are practically the same. Of course,
recreation, clothing, and medical expense for
the married couple would be higher. Single
taxpayers (because they have no responsi
bilities) are often expected to assist with all the
family emergencies and to provide for partially
dependent relatives. They get no tax relief if
they can’t claim an exemption for these de
pendents.
At first glance these differences may not
seem so great, but over a period of years the
accumulation becomes fantastic.

Let us assume that, though the single tax
payer has had to carry a greater burden of the
income tax load than appears to be equitable,
he has saved some money and desires to make
a gift to one individual in excess of the $3,000
annual exclusion. The married taxpayer is also
going to make a gift to which his wife has
consented and, consequently, they have an
annual exclusion of $6,000 per donee. This is
the tax result.
Total gift
in excess
of annual
exclusion
$ 60,000
120,000
250,000
500,000

Gift tax
for
married
taxpayer
-0$ 4,500
28,950
85,050

Gift tax
for
single
taxpayer
$

2,250
13,425
42,525
102,075

Difference
$ 2,250
8,925
13,575
17,025

If the husband had given the above gift to
his wife, there would be a further reduction
of the gift tax.
Now assume that our taxpayers have arrived
at an age for retirement and are ready to reap
their rewards in the form of social security
benefits. These taxpayers have worked the
same number of years, received the same salary
and have had identical amounts withheld from
their salaries for F.I.C.A. payments. At
present the single taxpayer will receive ap
proximately $120 per month, while the married
couple will get $180 per month.
The final tax bite comes when the estates
of the taxpayers are settled. It is questionable
that the single taxpayer can acquire as large
an estate as the married taxpayer, but to com
pare the tax consequences we will assume that
their estates are identical.
If both taxpayers leave a net taxable estate
of $100,000 the Federal estate tax for each
taxpayer will be $4,800 before credit for state
death taxes paid. If the married taxpayer
leaves all or at least one-half of his estate to
his wife there will be no Federal tax on his
estate. If he leaves all of his estate to his wife
the tax on this $100,000 will be $4,800 at her
death. At this point there is no difference
except the payment of $4,800 has been de
ferred in the case of the married taxpayer.
However, if the married taxpayer leaves

preciation or amortization is a substituted
basis, the adjustment to adjusted basis includes
the applicable depreciation or amortization on
such other property allowed or allowable to the
taxpayer or to any other person. The amount
to be treated as ordinary income is the amount
by which the lower of the recomputed basis,
or the amount realized in the case of a sale,
exchange or involuntary conversion, or the
fair market value of such property in the case
of any other disposition exceeds the adjusted
basis of the property.
Section 1245 is effective for taxable years
beginning after December 31, 1962. There
are, of course, certain exceptions and limita
tions to this general rule. These exceptions
and limitations will not be discussed in this
article since we are discussing only the effect
on charitable contributions.
Section 170(e) adds a special rule for
charitable contributions of Section 1245 prop
erty. It provides “The amount of any charitable
contribution taken into account under this
section shall be reduced by the amount which
would have been treated as a gain to which
Section 1245(a) applies if the property con
tributed had been sold at its fair market
value (determined at the time of the con
tribution) .”
Information Returns

Information returns are not new, but the
requirements for 1963 information returns are
much broader than in the past. This is brought
home forcibly when the 1962 Forms 1096 and
1099 are compared with the 1963 Forms
1087, 1096 and 1099. The new requirements
are the result of amendments to Sections 6042
and 6044 concerning dividend reporting and
the addition of Section 6049 concerning in
terest reporting.

Form 1099 requires the reporting of pay
ments for the calendar year 1963 in seven
categories:
1.
Dividends ($10 or more)
2.
Interest ($10 or more)
3. Patronage dividends and certain other
distributions by cooperatives ($10 or
more)
4. Salaries, fees, commissions, prizes, a
wards or other compensation. Do not
include amount reported in Form W-2.
5.
Rents and royalties
6. Annuities, pensions, and other fixed or
determinable amounts ($600 or more
aggregate amount of items 5 and 6)
7.
Foreign items ($600 or more)
Form 1087 is the “Nominee’s Information
Return” and must be filed by every person

who during a calendar year after 1962 receives
payments of dividends or interest as a nominee
on behalf of another person aggregating $10 or
more. A separate Form 1087 shall be filed for
each such person. The form calls for the name,
address and identifying number of the record
owner and of the actual owner and for the
amount of such dividends and the amount of
such interest.
Form 1096, the summary report of Forms
1099, 1099L and 1087, requires the number
of Forms 1099 attached and the separate total
amount reported for each of the seven cate
gories covered by Form 1099, the number of
Forms 1087 attached and the separate total
amount of dividends and of interest reported,
and the number of Forms 1099L attached.
These 1963 information return forms deserve
study now to make certain all the required
information will be available when it is neces
sary to prepare the forms.
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$60,000 to his wife and $40,000 to other
beneficiaries, there may never be any tax on
his estate.
In order to compare the immediate erosion
of the estate, let us assume that the married
taxpayer leaves all or at least one-half of his
estate to his wife. The following tax com
putations are before credit for death taxes paid
to the state.
Total
taxable
estate
before
exemption
$ 100,000
250,000
500,000
1,000,000

Federal
estate
tax for
married
taxpayer
-0$ 10,900
47,700
126,500

Federal
estate
tax for
single
taxpayer
$

4,800
47,700
126,500
303,500

Difference

$

4,800
36,800
78,800
177,000

The greatest advantage of living in a free
society is that you have the right to make a
choice. You may prefer “single blessedness”
but can you afford it?
* * * *
“When employers come to accept a moral
responsibility for their employees, the help
that they give will not be any temporary
expedient to tide this business over this period
when employees are hard to get, but will be
a permanent feature of their personnel poli
cies.” Susan B. Sudderth, “The Newest One,”
THE WOMAN CPA, December 1952.

